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OFFICE O c THf. SECRETARY OF DEFENSE 



*»v<inaroi o c iok>i 



April 10, 1981 



MEMORANDUM FOR B. C. EVANS 

EXECUTIVE SECRETARY 
CENTRAL INTELLIGENCE AGENCY 

SUBJECT: Potential Munitions and Commodity Export Cases 
with China . 



V 



As part of the ongoing review of U.S. policy with respect 
to China, DoD has been working with other government agencies 
to identify various categories of defense- related- equipments 
which are under consideration for provision to. China. (C/NQ 

r 

It is requested that the appropriate personnel at the ^ * 

Agency review this draft package and provide us comments on: 

a. Chinese need for materials described herein; 

b. the ability of the Chinese to pay for and/or 
use these materials; and 

c. expected Soviet reaction if the U.S. were to 
provide any or all of these items. 

Any other comments you feel are germane to the general subject 

of yuch a relationship with the Chinese would also be apprec iated . (-GANEl^ 

A response by 1 May would be appreciated (if that is not 
reatonable, please let me know). (U) 

lye Special Assistant 
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P*C Dual-Uea trport Casts Rafarrad to DoD *y CoMarci 
D*p*rta>«nt 

Unllka tna proc*dur*a which <joY*rn Munition* Control, th* 
r*qu*at for a llc*na* undac th* Ciport Adal ni s t rat 1 on 
Regulations constitutes * r*qu**t for authorisation to ahlp 
th* lt*a, not to negotlat* th* sals. Th* aaportar ha* 
•lraady negotiated vl'.h th* ultlnat* consign** and haa a 
contract In hand. Excar for th« (aw cases' wheraln thi, 
applicant has requaated tn advisory opinion, thara la an 
*ord*r* already In hand which tha *xport will fill. 

Tharafora *Mlt only ioi« of tha caaaa llatad haraln fall 
within tha purvlrw of th* 4 l*pt*»t>er Hat, all but th* 
first casa llitad ara for lt**s that »r\ al*Mnt or Ministry 
of th* FRC has requ*it*d. Th*r«for* th* Itaa* In quaatlon 
•r* not "hunting* *tp*dltlons by U.S. Industry. 

It la al»* neeeseery to point out that Croup 2 of tha 
4 |*pt««t>*r Hat ralataa to a Una of lon*yw*ll and Digital 
fqylpwt (OCC) coapotara plu« • 1«»«1 «' dl" drl»*e. Th* 
specific OtC computer ll*ted la a vllltarltad »*rel*n\>f tha 
v«ry popular *Df> 11/3*. Thla ayate* la n*t »anuf acti***d by 
. CIC, but by tha Hordin Division *f United Technology*. 



>" 



Bovrvar th« ngntllltirltH raraion by DEC and eo*p\itara of 
reaparabla or higher parforaanca by othar aalnfraM 
■anuf act urara vtti eonaldarad to b« tncludad or at laaat 
lap'ltad undar Croup 7. 



J ana ■ J , Dovir • 
CA»T., UiW 
Aaalatant Dlractor 

for Technology Trad* 
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COmrC t*»r r»cbntc*l C— julcjiloci Cor?. 

C™ ***** t.«r*l n»ctrU 

Do»««tlc f nn n lmtani l«talllta R*|h«t illrcraft 

tllSc TtrrLAj EhrrUa* (all trM«) »aiw»a. Vara. ITT. at al 

TTO-JI Uiar C«.ar»l ElactrU 

Aircraft EniUaa ma* AtciiMilti Prat t-VMtn«T • CI 

InartUl lavljatla* Irttaa (LTK-U) LLctv« 







• -L orr*Zl i 









& Hatch 1*11 



•ctoejcqc* rjx arn:x Dtrrrr rrcnt itcurrjutT CTmL-uTicrju. rnocues a.-^j 

ttotoloct) 
srruTt ASSisTA.Tr ircirrjurr (east asia i rtxinc attaius). 

'irrnuuncrui. jecuiitt ajtaim 

ornct cr crrnua coirrjn. (irrrrmsr^cr. irr'L i imsnzxrrrz 

PIOCIAXS) 

s'..Trnt irmLiccia; acetct (asj't vici diucto* rot jcicmrcc 

mmctoi re* r/ut/nnoLt iast/j Hnrsrsm attaim (DCso/irtT) 
oscanil*tio , » joitt enim or HAiT (Ji - pai ujT/scm .jia did 
DET/a-^rrr or m wavt (or-«) 
oiTAiTMrrrr or tre aii met (cvaipj 
tncvTTVt orpicn, oujdu 

ITUTCTl rtC TTC-Il La line Oerha»l-Goeilnt Unmit yC\ 

CD On I March ltSl (13: 23-1): 31) 1 received a phone call frca "S . Le*noK 
t. Hack.. Prealdant of Talefle*. Inc. (parent company of Sarvatel, Inc.). 
Kr. Hick eta tad that ihi ChLaeee (PFC) had told hi* chat Che ChromalloT 
JMeirlcen Corr-ortt Ion had recently received epproval fre* tha I'jr tc cnat 
three CMnttt .Z.Z-ZI ilicuCt an|Lna* with theit epacUl ceramic -aiaialllc 
re Ida coatlnga. and chat once Cwatad, tha an(laa* vara to ba returned to the 
PtC for Chtnaee teet and evaluation. 

(T) Mr. Hack further Lodlcated that tha Chlneaa would Ilka for hi* coo?*n? 
to ltlavlie coat arwen other "QS-Il tn|lntt ueln| tha Sarvallor-J procaaa. 
lareatal wTuld, Ilka ChroaalloT, alto return tha er.jLnei back to China .'or 
thalr taat ard valuation. Ha etked If tn* Chtnaaa tcacaawnc wai tnt; and 
tf ao, would hit eocjaoy receive tha iiaa treatment? 1 rraartad that 1 would 
look Into tha eltuatloa and that all co«penlei would ba treated tha ***a. 

* 
(O LtC B. 1. Maiter. Clraccor. *kjnltlcm» Control Itaff of «v Office. 
re-rlev»d all 5o0 c*«t« for tha PRC and alto contacted tha Office of ^tnltlcma 
Control (CTin at Jtate to see If they had althar received or e?pro«d en? eucli 
llcena* for. tha PtC. lelther OLIIDPi nor C":C Mill twultd any ruth licence 
application or raeultant approval. *j . V». Loblnaon, Director of Cft*" , i Id 
Uvdlceti to LtC ^a4»ar* h«w«»ar p that ha had haard thara a>l|ht b« auch an 
application f crc hco-ilnt ahortl*. 'Jndar tha praaant |utdalln«a n r.onJ i- 
Kevalettar SI and auoaaavant mt arpratat lone (hereof, llcanaa applicatlora of 
thle tTpa cannot ba approirad. ^t . toblnaon furthar it a tad that ha would althar 
dlaapprova or return without actloit (RVA) all auch application*. 

(71 kt ww rafuaat, VJ . Hoblmcm mdlcacad ha would not dieapprove or T-'A 
auch llcanaa appllcatlona vntli wa had tha opportunlt* to dlacua* ch«t |r 
detail. "• *■* aleo aae*d to l^aiadlatelr L-ifom >i and hli «u»«r:fn wt»»ir%»r 
tha ChLneaa, Chrowallor or taraatal/Talaf lai do eubalt applUatlsne for t^le 
pvrp«i«. 



rrcukiiirr c;. * ^r h«t u " >;,i1,1 



r L'CLACj>. r i-iJ r ^ A^'IH.-riTY OF 

DATr '• ■ * 



-Steffi 



i 



thry 
Id .llo* ih« t.5. to 



e.«Uo«.lT -*• I"" ' ■^""• h rc«- «( l-<*l«l .Ml-««« th *\ h *" 

*« ■!■?!» " o».r.ti<m-l or t.eftnlc*l on*. M ,ifli.. riot 

.i.il« ««!.. I'cUlUHl. both J" 1 ;™/-' ;„ ch . d b7 th. Ctl»«. » 

j.p.« m4 N.I.T.") »«« 1 "' "^ *"*" " 

jwrlor. ih. •«• • «*▼"•■ 

i i_ i> if. to trt. U.S.. not th. 

.1.1*1 *■—* ■■* "■I"* 1100 prP|r... TMi """" ^ -tU „ h*d kciii 

!. If^ro"* "« " w " cl " '^ "" 4 " l °" *"' 
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THE UNDER SECRETARY OF DEFENSE 



WASHINGTON D C. IOJCI 






2 4 T£3 19BI 



MEMORANDUM FOR THE SPECIAL ASSISTANT TO THE SECRETARY AND DEPUTY SECRETARY 
OP DEFENSE 

SUBJECT: Statue Report cm PRC Munitions and Comsaodity Export Caaes 




As requested, pleas* find attached the following itema by tab: 

TAB A - PRC monitions case*"~ref erred to DoD from 1 January 1980 to 
TO . l iana s ? -1981 by tha Department of State 

J /K^c^ 

TAB BV- PRC Coamodity Control export cases referred to DoD by the Department 
of Commerce from 1 January to 9 October 1980 

TAB C - Military equipment tha PRC has expressed strong Interest In but for 
which no mm it ions license applications have been submitted 

The updated munitions list (Tab A) should^be considered a draft as the 
Department of SraTa la still in tha process of verifying the status of each 
case and adding new cases to the list which have come In since 21 January 1981. 
I Aa of 20 January, a total of 102 munitions cases have been referred to DoD by 
I State, and n estimate that approximately 20 additional munitions license 
(applications have bean received since President Reagan's inauguration. All 
I of theac appllcationa will be shown in our 1 March update. t Due to an extremely 
^leavy case load, tha -Office of Technology Trade has been unable to update the 
liat of dual-us* itema covered by the Coasodlty Control List (CCL). Unlaas 
directed otherwise, we will ask that a complete list of PRC requests for lteaa 
on the CCL be sent to the CIA by the Office of Export Administration (OEA) of 
the Department of Commerce. 

It should be realized that without holding detailed discussions with all of 
tha U.S. industry representatives doing business with the PRC, there Is no 
realistic way of knowing precisely everything the Chinese may wish to export 
from tha U.S. Rather than risk outright disapproval by the U.S. Government, 
tha Chinese typically try to gat U.S. companies to seek an advisory opinion 
from tha U.S. Government as to whether or not a particular request will be 
approved prior to making formal application. For your Information, of the 
102 munitions case* received from State, nine are still open' (i.e., pending) 
and 93 have been closed. Of the 93 closed, 50 were approved, four were dis- 
approved, 31 were withdrawn and eight were Returned Without Action (RWA) . 
Almost all of tha 39 cases either withdrawn or RWA would have been disapproved 
by DoD. Tha export of the SCOUT Space Launch Vehicle waa one such RWA case 
w« would have strongly disapproved nf because of its strategic potential as 
a Chinese ICBK. ' 



The Chinaee have expreseed very keen Interest in a number of military items 
which in either expressly prohibited by current U.S. policy or are not In 
tha categories of equipment permitted for export by Munitions Newsletter #B1. 
Tha major example* Include their specific requests for anti-tank weapons, 
over tha horlxon (OTH) radar and for U.S. •■•letance in improving their F-8 
interceptor aircraft, including f ira control and InartiaL navigation system*, 
ECM gear. ate. We have alao informally learned of a number of PRC inquiries 
for munitions items which neither the Chineea nor U.S. lnduitry have 
officially requested permiaalon to export. Examples of theae are noted at 
Tab C. 

By way of additional background. Dr. Frank Kapper, Director, Military Tech- 
nology Sharing, OUSDRE did, with Dr. Dlnneen'a approval, meet with 
Mr. Charles Neuhauaar, Assistant National Intelligence Officer (N10) for 
East Aala (now Acting NIO) on 1 July 1980. The purpose of his meeting waa 
to both give and receive information Srhlch would bejielpful to the CIA on 
tha one hand and to the USDRE during hia September visit to China. 
Mr. Neuhauser was provided copies of all MFR's which documented the meetings 
with Mr. Liu Huaqlng and Vice Premier Ceng Btao. In addition, the CIA was 
provided tha then most recent copies of the Hat of munitions and dual-use 
export casaa that had bean referred to DoD by the Departments of State 
and Commerce. Mr. Neuhauaar waa also g^iveo copies of all PRC wlah lists 
including the one given to Dr. Dlnneen by Mr. Liu on 6 May I960. Also 
provided waa a copy of the 3 June 1980 "Summary of United States Department 
of Defenaa Positions on PRC Requests for Military Support Equipment". This 
is the a-b-c category list which ldentiflea itema we would consider for 
export (a); ltema we felt we needed more information on (b) and Items we 
said we would not consider for export (c). Mr. Neuhaualr stated he had 
accompanied Secretary Brown on hla January 1980 trip to China and had alao 
bean dealgnated aa the CIA focal point for all activities relating to China. 
A copy of Dr. Perry's trip report on his^/isit to Cfilna was alao provided 
to the CIA. ~*** 

In short, the CIA in tha person^ of Mr. Neuhauser has already been provided 
extensive background information on what our earlier discussions with the 
Chinese were and also on those ltema whicti the PRC had expressed specific 
Interest In. CIA also has representation on both the Technical Adviaory 
Committees (TACa) and on the Operating Committee (OC). More specifically, 
Mr. George Schembar of CIA is a non-voting member of the Interagency Operating 
Committee, which is chaired by the Department of Commerce. Mr. Schember 
serves aa the interface for both State and CIA on export license requests for 
all proscribed countries. As a result of a recent CIA-Commerce agreement, 
he also has access to' any information required by his Agency. 
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J' / nrZ . Walter B. LaBeree 



Walter B. LaBerge 
Acting 



